June 28, 2000

TO: Members of RTO Legal Sub Group B (Public Participation, TCAs and Existing
Contracts)

FROM: Marcus Wood

RE: Outline of Transmission Control (or Operating) Agreement and Potential Revisions
Thereto With Revisions (through June 27, 2000) Proposed by Legal Work Group
Members

The Transmission Control (of Operating) Agreement ("TCA") isa
bilateral agreement between the RTO and a transmission facility owner. It isdesigned so
that the RTO may enter new TCAs without involving previously-signing transmission
owners.

General Comments

BPA -- (1) Agreement only applicable to Initial Participating Transmission Owners.

Another agreement will be needed for transmission owners who subsequently join.
2) We envision the RTO-BPA Agreement as incorporating an exhibit which would

contain the performance standards required by BPA to participate in the RTO. (3) There

doesn’t seem to be a provision which specifically transfers control of the Transmission
Facilities from the Executing Transmission Owner to the RTO.

PPC -- Public entities may need a mechanism similar to the exhibit proposed by BPA to
ensure that any delegation of control over transmission facilitiesto RTO-W islegal.

B.C. Hydro — Wording needs to accommodate Canadian participating transmission
OWners.

1. Definition of Terms. The key terms are defined in Exhibit A to the
agreement (Schedule of Definitions).
CHANGES: NO SUBSTANTIVE CHANGES TO THE SCHEDULE OF
DEFINITIONS, EXCEPT AS DEFINITIONS ARE MODIFIED OR
DELETED ASA RESULT OF SUBSTANTIVE CHANGES
REFERENCED IN OTHER SECTIONS OF THE AGREEMENT. THE
DEFINITIONS (AND PROVISIONS GENERALLY) MAY NEED TO
BE FINE-TUNED TO COMPORT WITH ORDER 2000 LANGUAGE
AND TO REMOVE REFERENCES TO INDEGO.

PPC -- Has any analysis been down with regard to "Confidential Information” and a
public's obligation to provide information under a FOIA reguest?

Tribes — Definition of a“ State” should include any regulatory body with rate jurisdiction
within a geographic area (including tribes).




ITC — Do definitions accurately pick up I TC participation?

2. Effective Date; Operations Date(s); Term and Termination; Withdrawal .

2.1 -- The agreement becomes effective upon FERC’ s acceptance for
filing or confirmation and approval. The agreement does not become
effective if FERC or the courts order it modified in a manner unacceptable
to either party. 2.2 — The RTO shall exercise al reasonable efforts to
commence Transmission Services (other than Congestion Clearing), as
well as Ancillary services by a specified date (which would be December
15, 2001). The RTO shall exercise al reasonable efforts to commence
providing Congestion Clearing by a specified later date (which would be
December 15, 2002). 2.3 — The Participating Transmission Owners may
terminate by mutual agreement of all Participating Transmission Owners
and the RTO. 2.4 — The Executing Transmission Owner may withdraw
for any reason on two years notice. 2.5 — If the owners of more than 80%
of the transmission facilities controlled by the RTO form atransco (see
definition of “Regional Transmission Company” as used in this section),
such owners may withdraw on six months notice.
CHANGES: THE 80 PERCENT THRESHOLD FOR WITHDRAWAL
OF A TRANSCO MIGHT BE REVIEWED. IN ADDITION, BPA MAY
NEED A BROADER RIGHT TO WITHDRAW IF ITS STATUTORY
OBLIGATIONS ARE NOT BEING MET. THE IMPLEMENTATION
DATESNEED TO BE CHANGED FROM THOSE IN THE INDEGO
TCA.

BPA -- (Sections 2.2.2 and 2.2.2) These two provisions should be combined

into one because of the expectation that Congestion Clearing will be initiated

with the beginning of RTO operation.

Enron -- (Section 2.2.1) Must be amended — Order No. 2000 requires RTO to be

Ancillary Service provider of last resort.

PPC -- (Section 2.1) RUS issue may need to be revisited for coops. [does anybody

know anything about this?]. (Section 2.5) If RTO West transitions from an not-for-profit

| SO to afor-profit Transco, what implications does this have for the public's

participation? Publics might need the same broader right to withdraw that BPA needs if

thelr respective statutory obligations aren't being met.

I TC — The 80% withdrawal is dated and probably needs to be changed .

3. Additional Participating Transmission Owners. 3.1 —The RTO may
execute additional TCAs. 3.2 — The Executing Transmission Owner may
object if anew TCA (1) would cause the RTO to violate the terms of this
agreement or (2) will or may be inconsistent with rights granted under this
agreement. Any such objection shall be subject to Dispute Resolution.
3.3—1f anew TCA contains more favorable terms than this agreement,
this agreement may be revised to incorporate similar terms.

CHANGES: NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED.




Enron -- In Order No. 2000 the FERC required open architecture (and RTO enablin
agreements): (1) to allow basic changes in organizational forms of RTO (2) to reflect

changesin facility ownership and (3) to allow revisions to corporate strategies. Section 3
should be reviewed to ensure that it facilitates compliance with this requirement.

4.

Integration and Physical Interconnection. 4.1 — The RTO shall use the
forms of Generation Integration Agreement and Load Integration
Agreement specified in Exhibit B for interconnections with the
transmission facilities of the Executing Transmission Owner. 4.2 —The
Executing Transmission Owner must permit new physical
interconnections requested by third parties, if specified conditions are met,
and must cooperate with the interconnecting party. The RTO may compel
expedited Dispute Resolution if the terms for interconnection are not
agreed within 60 days of the interconnection request.

CHANGE: THISPROVISION MIGHT NEED TOBE ALTERED TO
PERMIT ONE-STOP SHOPPING AT THE RTO FOR
INTERCONNECTIONS. ONE SUB GROUP MEMBER IDENTIFIED
AS AN INDEPENDENT TRANSMISSION COMPANY ISSUE THE
QUESTION OF WHO WOULD BE AUTHORIZED TO CONSTRUCT
NEW TRANSMISSION FACILITIES; ANY RESOLUTION OF THIS
ISSUE BY THE APPROPRIATE WORK GROUP SHOULD BE
INCORPORATED INTO THIS AGREEMENT.

BPA -- Should make clear that the RTO does not have the right to institute dispute
resolution after 60 days, if the third party is willing to continue discussions.

Enron -- Agree with Marc’s comments that this provision should be altered to permit one-
stop shopping at the RTO for interconnections. In fact, | think this result would be
required by the Tennessee Power case, and other recent cases where the Commission has
said that interconnection should be provided under the open access tariff. If the RTO
must provide service under the open access tariff, then the RTO must do
interconnections.

Sesttle -- Section 4.2: We think that this section should be expanded to alow the
Executing Transmission Owner ("ETQ") to deny any proposed physical interconnection
that the ETO reasonably believes will compromise its ability to service its native |oad.

This issue of interconnection may also be affected by the current debate in other
subcommittees over which facilities are included in the RTO. For example, an IPP may

have to pursue an interconnection agreement with alocal distribution system if the line
between RTO transmission and local distribution is at 230 kV. Also, we feel that the

provision for the RTO's "right to compel expedited resolution” in 4.2.2 goes too far.
FERC may compel under its statutes, but not an RTO. Finaly, it is not clear who is
responsible to pay the cost of a new interconnection.

PPC -- Section 4.1: Where new generation will reach the RTO-W by way of lines not
part of the RTO, the local distribution utility must retain control over its lines sufficient to
alow it to protect the safety and reliability of those lines when new generation seeks to
interconnect. New interconnection also raises private use issues and we will need to
resolve who bears the costs of refinancing tax-exempt debt in those circumstances, the
generator or the RTO.



ITC —ITC companies assume they will negotiate interconnection agreements, subject to
RTO standards. The one-stop shopping needs to consider a process to refer back and
forth between the ITC and the RTO. This could be an issue, and does involve other work
groups, i.e., planning and implementation. Anyone should be able to construct anywhere.

5. The RTO's Provision of Transmission Services. 5.1 — The RTO must
provide at least six months in advance of its commencement of operations
acomprehensive plan for the orderly, safe and reliable transfer of
Transmission Service functions. Challenges to the plan shall be subject to
Dispute Resolution. The RTO shall provide at least 90 days notice of the
Transmission Service Commencement Date. The RTO shall be the
exclusive provider of Transmission Services (including those provided
under Pre-Existing Transmission Agreements that remain in effect) after
the Transmission Service Commencement Date, and the Executing
Transmission Owner shall no longer be obligated to provide of such
services. All transmission service agreements entered between the date of
the TCA and the Transmission Service Commencement Date shall include
aright of either party to such agreement to replace the agreement with an
RTO transmission agreement. 5.2 — The servicesto be provided by the
RTO are spelled out. (To accommodate existing laws, the BPA TCA
would provide that if the RTO receives requests for Northwest service and
out-of-region service, and cannot honor both, the Northwest request shall
be granted first.) 5.3 —If the Executing Transmission Owner acquires new
transmission facilities located within the RTO Control Area, such facilities
shall be added to Exhibit C of this agreement; provided that the planning
for such facilities shall be subject to the processes specified for the
Planning Issues Committee and the Area Planning I ssues Committee. 5.4
—The RTO shall satisfy all transmission service requirements of the
Executing Transmission Owner. The Executing Transmission Owner may
compete with the RTO to provide Ancillary Services.

CHANGES: THE RTO PLANNING REQUIREMENTS, INCLUDING
REFERENCES TO THE PLANNING ISSUES COMMITTEE AND THE
AREA PLANNING ISSUES COMMITTEE, NEED TO BE REVIEWED
AND MAY BE CHANGED. THE RTO FUNCTIONS OF MARKET
MONITORING AND INTERREGIONAL COOPERATION NEED TO
BE ADDED. THE PRESERVATION OF PLANNING RIGHTSBY AN
INDEPENDENT TRANSMISSION COMPANY SHOULD BE
SPELLED OUT.
BPA -- In section 5.1.3, in last sentence, add “ or a court of competent jurisdiction” after
“FERC.” (Section 5.4.1 and 5.4.2) in last sentence, add “or a court of competent
jurisdiction” after “FERC.” (Section 5.2.8) RTO should be required to use Generaly
Acceptable Accounting Principles (GAAP). (Section 5.3) With respect to the proviso,
the inclusion of the cost of new Transmission Facilities in the Executing Transmission
Owner’ s revenue requirement should be guaranteed if the Executing Transmission Owner
was required to construct them, either by the RTO or by FERC or other applicable

authority.




Enron -- Section 5.2.3 (regional preference) does not meet the FERC' s open access

reguirements and does not even provide the level of non-discriminatory service provided
by BPA'’s existing tariff.

Seattle -- Provisions of subsections 5.3. and 5.4. are subject to the overall policy of
facilities to be included in the RTO, which is yet to be decided. Transmission facilities
that are local subtransmission or generator tielines should not be automatically included
in the RTO. One result of thisisthat certain transmission service, e.g. radial gen-tie
deliveries, are not necessarily provided by the RTO. (Section 5.3) In thefirst sentence, |
think "of the typesidentified as Transmission Facilities' |anguage would be vulnerable
to subjective interpretation. | suggest something more along the lines of "which are
consistent with the definition of Transmission Facilitiesin Exhibit C". Then, of course
we need to work on that definition to get it right!

PPC -- Section 6.1: | already sent a comment to Marcus that the manner in which
existing contracts are handled is a substantive matter still open to debate, and this
language may need to be changed depending on if and how existing contracts are
grandfathered.

ITC —Isreference to “exclusive’ provider accurate? For facilities not in the RTO.
service may still be provided. Also, the ITC has an interest in having some services
provided outside the RTO, i.e. balancing authority. Thisis an issue and does involve
other work groups.

6. Pre-Existing Transmission Agreements. 6.1 and 6.2 -- Asof the
Transmission Service Commencement Date, the RTO shall replace the
Executing Transmission Owner as the provider of Transmission Services
under the Pre-Existing Agreements listed in Exhibit D, and except as
specified in Exhibit D, as the provider of all Ancillary Services under such
Pre-Existing Agreements. (All obligations under Pre-Existing
Transmission Agreements among Participating Transmission Owners shall
be suspended, except that the Participating Transmission Owners may
preserve any rights they might have to collect stranded costs under such
agreements.) 6.3 — Service under all Pre-Existing Transmission
Agreement shall be scheduled directly with the RTO.

CHANGES: NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED.
BPA -- The note indicates that existing transmission services agreements among

Executing Transmission Owners should be suspended and extended beyond their stated
terms for aslong as the party providing service is a Participating Transmission Owner.
The ability of the other party (the customer) to return to an extended agreement should be
limited to the situation in which the party which had been providing service prior to its
participation in the RTO terminates its Transmission Control Agreement. This right of
the customer to return to an agreement which has been extended beyond its stated term
should not be available if the customer itself withdraws from the RTO while the provider
continues to be a Participating Transmission Owner. (Section 6.2) BPA cannot, in the
absence of TCA standards as to what provisions should be suspended, submit to an
arbitrator the decision as to which provisions of an existing contract with an Additional




Participating Transmission Owner should be suspended. (Section 6.3) Add “or a court of

competent jurisdiction” after “FERC” in last sentence.

Snohomish -- Section 6 of the TCA may need to be changed depending on how

existing contract rights are handled.

ITC — Transmission owner merchant functions, i.e., Avista utility merchant function, now
sellsload following. Those contracts do not go to the RTO, and the issue of who can

provide ancillary servicesis being looked at by another work group. Legal needsto
follow that result.

7.

Control and Operation of Transmission Facilities; Ancillary Services. 7.1
-- The RTO shall provide at least six months in advance of the Operational
Control Commencement Date a comprehensive plan for the orderly, safe
and reliable transfer of Operational Control functions, together with
Congestion Clearing. Any dispute concerning such plan shall be subject
to Dispute Resolution. The RTO shall provide at least 90 days notice of
the specific Operational Control Commencement Date. Exhibit E shall be
amended as necessary to add any newly-acquired transmission facilities
subject to the RTO's Operational Control. 7.2 —The RTO shall be the
security coordinator for transmission facilities under its control. 7.3 —The
continuing operational rights and obligations of the Executing
Transmission Owner are spelled out. The RTO shall have the right to
approve or reject proposed transmission maintenance outages. |If
requested by the RTO, the Executing Transmission Owner shall bid a
price for which it will provide temporary Operational Control should the
RTO control facilitiesfail. 7.4 —The RTO shall solicit bids for Ancillary
Service. If the RTO determinesthat it has insufficient voluntary bids, the
RTO may compel the Executing Transmission Owner to submit abid for
Ancillary Servicesit is capable of providing, for a price not to exceed the
maximum price as approved by the FERC. 7.5 —The RTO may not
require the Executing Transmission Owner to violate NERC or WSCC
requirements, its FERC licenses or applicable governmental laws or
regulations.

CHANGES: THE PROVISIONS RELATING ANCILLARY
SERVICES NEED TO BE REVIEWED AFTER THE

ANCILLARY SERVICESWORK GROUP HAS

COMPLETED ITSWORK, TO ASSURE CONFORMITY

WITH THE CONCLUSIONS OF THAT WORK GROUP.

BPA --(Section 7.1.1) To provide the arbitrator with standards, the following wording
should be added after “comprehensive plan” in last sentence: “to effect an orderly, safe
and reliable transfer of Operational Control functions, including Congestion Clearing”.
Also, add the following language to the end of the sentence:; “and the Executing
Transmission Owner shall have no obligation to transfer Operational Control of its
Transmission Facilities until the conclusion of the dispute resolution process.” (Same
comments applicable to section 5.1). (Sections 7.2 and 7.3.6) RTO needs to adopt the
language which was negotiated into the Pacific Northwest Security Coordinator
agreement to address Federal sovereignty issues. (Section 7.3.5) Executing Transmission



Owners should have a deadline by which to submit information on proposed maintenance
outages, such as minimum of 45 days prior to the event. (Section 7.3.8) Eliminate this
paragraph. Substitute: “RTO shall establish a back-up control center and, in the event of
its failure, the Executing Transmission Owner shall take over control of its Transmission
Facilities.” (Section 7.5) Relabel as “Regulatory Criteria’. Change wording to * not be
required to take actions that would violate NERC or WSCC criteria, its FERC licenses
other FERC reguirements, its NRC licenses or NRC reguirements, applicable
governmental laws or regulations, and its safety and environmental responsibilities.” In
addition, RTO West should, as allowed by Order 2000, be required to pay expenses
incurred by Transmission Owners whose approved maintenance schedules have been
altered by the RTO.

Enron -- (Section 7.3) In Order No. 2000, FERC required the RTO to have operational
authority for all transmission under its control. | wonder whether a provision that
reguires the transmission owner to continue to operate the control center complies with
this requirement.

PPC -- (Section 7.1) It's not clear whether surrendering "operational control" over its
transmission system to RTO-W would be an allowable delegation of authority for
publics. (Section 7.3) These provisions may have to be revisited in light of the work

of the Implementation WG on the Security Coordinator, personnel, communications, €etc.
(Section 7.5) References to NERC and WSCC should include "or successor
organizations."

| TC — Should security coordination remain in PNSC and be supplied to the RTO by
contract?

8. Transmission Facilities Management: 8.1 — The Executing Transmission
Owner must continue to maintain its facilities. 8.2 —The RTO and the
Executing Transmission Owner shall jointly develop a Transmission
Facilities performance plan. The performance plan shall specify
appropriate consequences for non-compliance. 8.3 — The Executing
Transmission Owner shall initiate and prioritize Transmission Facility
restoration after an outage as directed by the RTO. 8.4 — The Executing
Transmission Owner shall submit an annual report on its compliance with
the performance plan. 8.5 — The Executing Transmission Owner may
fully participate in any Dispute Process related to another transmission
owner’s performance plan.

CHANGES: NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED.

BPA -- . Theintent of Section 8.1 should be clarified. (Section 8.2) Change the time
period from 3 yearsto 1 year, after which either Party may institute dispute resolution.
(Section 8.3) In last sentence, after “shall be authorized”, add “ on a nondiscriminatory
basis’.

Seattle -- (Section 8.2) We think these Performance Plans that are individually developed
between the RTO and each ETO need to be based on common criteria so that thereis
some assurance that every participant is meeting the same standard. If an ETO joins up
with a transmission system that has not be adequately maintained, who will pay to get it
up to the standard? Also, the "appropriate consequences’ for Performance Plan




violations should be consistent between ETO's so everyone is getting the same treatment.
Section 8.4) The Annual Reports prepared by ETO's should be based on a common

format with well defined criteria so that comparability of performance will be clear to all

parties.

PPC -- (Section 8.2) For publics, performance plans should identify legal constraints as

well asreliability, availability and cost constraints on Transmission Facility expansion.

0. Critical Control Facilities. 9.1 — Exhibit F liststhe RTO Critical Control
Facilities. Exhibit F may be amended at the request of the RTO. 9.2 —
The RTO may manually or automatically control the Critical Control
Facilities. 9.3 — The Executing Transmission Owner shall make good
faith efforts to maintain Remedia Action Schemes until the later of the
expiration of applicable remedial action contracts or three years from the
Transmission Service Commencement Date. 9.4 — The Executing
Transmission Owner may include in itsrates to the RTO any (1) contract
compensation, or (2) incremental costs, for maintaining Remedial Action
Schemes.

CHANGES: NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED.

Enron -- Section 9.2 The first sentence of this section does not inspire confidence that the
RTO will be operating these critical control facilities. Also, what about other
transmission under the RTOs control? Order No. 2000 doesn’t distinguish between
critical and uncritical, it says“all.”

Seattle -- Section 9.1: The designation of Critical Control Facilities should be based on
clear criteriathat are evenly applied to al. Also, there should be a clear demarcation of

liability that is assumed by the RTO when RTO isin control of an ETO's facility.
ITC — Needs to accommodate I TC rate structure.

DSIs (Murphy) — The Executing Transmission Owner may include in its rates to IndeGO

pursuant to Section 14.1 and 14.2 and (1) contract compensation (2) in the absence of
contract compensation, incremental coststo it for establishing, implementing and
maintaining Remedial Action Scheme(s) pursuant to this Agreement. Such costs may
include insurance payments to protect against equipment damage and foregone profits
when generation or_load isinterrputed, but shall not include equipment damage.
BPA — Section 9 (and other sections): Order 2000 requires the RTO to have operational
control of all transmission facilities within its system. The TCA, however, refersto RTO
operational control only over “IndeGO Controlled Transmission Facilities” which are
ecified in Exhibit E. A longer list (presumably) of faciliites is contained in Exhibit C
the Transmission Facilities which the Transmission Owner isincluding in the RTO
system. Section 9.2: In second to last sentence, add “transmission” before “ maintenance
outage schedules.” In last sentence the intent of “shall maintain the settings and
functionality” should be clarified. Section 9.4: Areincremental RAS costs only to be
paid for “maintaining” the RAS or also for the effects of actually implementing the RAS?
Are “foregone profits’ to be paid, or only insurance for foregone profits? What if load
interruption, instead of generation interruption, comprises the RAS? |s anything paid?




10. Other Support System Requirements. The RTO and the Executing
Transmission Owner may enter written agreements for the RTO to use
communication equipment of the Executing Transmission Owner.
CHANGES: NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED.

PPC -- (Section 10) RTO's use of equipment belonging to publicly owned utilities -

Does this conflict with any state statutes or regulations governing publics?

BPA —Much like section 8.1, the duties envisioned by this subsection should be further
clarified.

11. RTO Compliance and Coordination Standards. The RTO shall
comply with Good Utility Practice and other applicable
standards, shall respond to service requestsin accord with
FERC requirements and shall participate in applicable reliability
organizations.

CHANGES: NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED.

BPA —Section 11.1: The obligation to comply with “applicable requirements’
is not meaningful since some will argue that “requirements’ do not currently
exist, only criteria and voluntary arrangements. The RTO should execute a
WSCC Reliahility Manaement System contract and a sentence reguiring the

RTO to implement the RM S program and the WSCC Regional Security
Coordination Plan should be added.

12.  Support of Upgrade and Expansion of Transmission
Facilities. The Executing Transmission Owner shall support
upgrades and expansion to the Transmission Facilities. This
cooperation shall include accommaodating interconnections,
upgrades or expansions to the Transmission Facilities and
cooperation with efforts to obtain necessary siting and other
permits and licenses and rights-of way. To the extent requested,
the Executing Transmission Owner shall exercise its eminent
domain authority and take other necessary actionsto acquire
rights-of -way as needed. (This right-of-way obligation may be
unenforceable against BPA.) If the requested support is not
provided , the RTO may petition FERC to require the requested
action under section 211 of the Federal Power Act.

CHANGES: NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED.

Enron -- | don’t know why a Section 211 proceeding should be the only way to get a
transmission owner to act. Thiswould be a step back from the existing pro forma tariff
where a customer can simply demand service and the transmission provider must provide
it under the tariff.

Seattle -- Section 12.3: Seattle City Light, as a public utility, would like to see some

aternatives to this obligation to exercise Eminent Domain Authority upon the request of
the RTO. For publicsthat find eminent domain to be too heavy handed, maybe the




language i in 12. 3 should be modlfled to allow for more palatable alternatlves! such as:

at the very least the affected ETO should be empowered in the planning QI’OCGSS to help
design and site afacility upgrade or expansion that will have the |east adverse impacts on
its system and customers.

PPC -- (Section 12.3) Need to retain the "to the extent permitted b licable

law" since we probably can't delegate our eminent domain authority. We also

agree with Seattle's comments that we should be able to use less coercive

measures than eminent domain, if available. (Section 12.4) For publics, FERC Section
211 remedy should be limited to those instances where the utility qualifiesas a
"transmitting utility” under the FPA.

States — States should not face claim of preemption with respect to siting of transmission

facilities by state jurisdictional utilities that execute TCAS.
BPA — Section 12.4 should be combined with section 12.3.

13. Planning. 13.1 -- The RTO and the Executing Transmission Owner shall
participate in specified planning organizations. 13.2 -- The RTO shall
consider proposals for additions of modifications to the RTO
Transmission System facilities. 13.3 — The RTO’s planning functions are
spelled out.

CHANGES: THE PLANNING PROVISIONS SHOULD BE
REVIEWED IN THEIR ENTIRETY BASED ON THE WORK OF THE
PLANNING WORK GROUP AND MAY NEED TO BE
SUBSTANTIALLY MODIFIED.
Enron -- Assumes the existence a* Planning I ssues Committee.” (Section 13.2) Nothin
should prohibit 3™ parties from building transmission. This planning proposal istoo
“Command and control” — rather before the RTO plans any transmission, it should
provide information to the market and allow the market to respond (and | don’t mean
RFPs, | mean pure third party actions) to the extent possible before planning anything.
BPA — Section 13.3.1: Order 2000 requires the RTO to assume planning responsibilities

for the entire RTO system, whereas this paragraph limits that function to a subset of the
facilities (i.e., only for IndeGO Controlled Transmission Facilities rather than for all
Transmission Facilities. Also, delete the work “primary.” Section 13.3.5: We are

unclear as to why the Transmission Owner should be able to pursue a path rating for its
Transmission Facilities.

14. Executing Transmission Owner’s Rate Schedule. 14.1 -- The Executing
Transmission Owner shall charge and the RTO shall pay the charges set
forth in the Executing Transmission Owner’ s applicable rate schedules.
The charges shall include monthly payments for the RTO’ sright to
schedule all Transmission Services over the Transmission Facilities, to
collect all revenues for such services and to collect compensation for any
ancillary Services that the RTO directs the Executing Transmission Owner
to provide. 14.2 — For FERC jurisdictional utilities, the rates shall be as
filed with and accepted by FERC from time to time. For BPA, the rates
shall be as established under applicable federal statutes. For publicly-

10



owned utilities and cooperatives, rates shall be set as provided under
applicable law. 14.3 — Rates under Pre-Existing Transmission
Agreements among Participating Transmission Owners shall be
suspended. 14.4 — Rates of the Executing Transmission Owner must be
revised by it at least once every five years. 14.5 — The Executing
Transmission Owner preserves its pre-existing rights to recover Stranded
Costs. This section has language that protects RTO customers from
having the RTO pricing shift Stranded Costs to customers that would not
have paid such Stranded Costs absent the RTO. 14.6 — The Executing
Transmission Owner shall provide specified financial information to the
RTO annually.

CHANGES: THISARTICLE MAY BE CHANGED TO BETTER
ACCOMMODATE PERFORMANCE-BASED PRICING. IN
ADDITION, IT NEEDSTO BE MODIFIED TO ACCOMMODATE
THE CONCEPT OF A PAYMENT AGENT, RATHER THAN THE
RTO, ASTHE COLLECTOR OF TRANSMISSION REVENUES. ONE
SUB GROUP MEMBER RESERVED THE RIGHT TO MORE
CLOSELY REVIEW THE STRANDED COST PROVISIONS TO
ASSURE THAT THEY WORK IN ALL APPLICABLE SITUATIONS.

Enron -- The references to “charges’ in Section 14 should be changed to “revenue
requirement.” We should add provisions indicating that the RTO has its Section 206
rights. (Section 14.3) The last sentence should be deleted because it would violate the
Federal Power Act and remove the RTO and others rights to rate suspension and a
hearing on the revenue requirements of the transmission owners. Or you could say such
revision shall become effective “pursuant to applicable law.” (Section 14.4.1) What isthe
reason for this provision? (Section 14.5) This section should also reservethe RTO's
Section 206 rights to challenge the Transmission Owner’ sfilings and tariffs. (Section
14.6) We might want to FERC Form No. 1 asit exists at the time of the agreement
because FERC periodically considers changing this form.

Duncan, Weinberg -- The stranded cost language is too vague and open ended.

PPC -- (Section 14.2) | believe the language proposed for WAPA and the publics
adeguately protects our ratemaking authority. Any disagreement? (Section 14.4.1) The

publics need to take alook at whether we can contractually obligate our governing bodies
to revisit RTO-W rates every five years. There may be aless direct way to achieve the
same result. For example, | believe we could safely contract to have staff review the
RTO-W rate schedules every five years and propose any necessary changes to our
governing bodies. (Section 14.4.2) | don't think we can obligate our governing bodies to

delay imposing rate increases for 120 days. Again, there may be aless direct way
to achieve the same result.

DSls (Early) — Wants to review stranded cost resolution.

ITC —Isit clear that bundled contracts are not included in 14.3 suspension?

BPA — Section 14.1: Thereference to “collect all revenues for such services’ needsto be
coordinated with the Payment Agent concept. In the Bonneville Power Administration
section, add “existing or” before “any new legislation” in last sentence. Section 14.4.2:
The October 1 effective date for rates will work for BPA only if it receives interim or

11



final approval of itsfiling from FERC by that date. Section 14.5. Payment Agent issue

in last sentence.

15. RTO Tariffs. 15.1 - The RTO'srates shall be asfiled with and as
accepted by FERC. 15.2 — The rate allocation methodology for the first
ten years after the Transmission Service Commencement Date is specified.
15.3 — Any amounts payable by the RTO to a non-FERC jurisdictional
utility that would not be allowed under FERC standards applicable to
public utilities under the Federal Power Act, shall be collected only
through Access Charges paid by loads taking Transmission Service at
points of delivery of the applicable non-FERC jurisdictional utility. 15.4 —
The allocation of the costs of the loss of tax-exempt bonds is specified.
CHANGES: THE RATE ALLOCATION METHODLOGY SPECIFIED
IN SECTION 15.2 PROBABLY WILL CHANGE, BUT A PROVISION
OBLIGATING THERTO TO FOLLOW THE AGREED
METHODOLOGY WILL NEED TO BE RETAINED.

Snohomish -- | would like to reserve the right to revisit the provisions of Section 15
regarding refinancing of tax-exempt debt. | haven't yet had a chance to discuss this
provision with my bond counsel.

Duncan Weinberg -- | have some guestions regarding the "shall be collected

only through Access Charges paid by loads," what is meant by "loads"

in this context.

PPC -- The provisions governing recovery of costs for defeasance of

tax-exempt bonds need to be reviewed in light of the Treasury's temporary
regulations on the private use question and other recent legal developments.

Also, the allocation of defeasance costs between the local Area and the RTO
should be revisited in light of decisions made by the Pricing WG. Finally,

the publics need to make sure the provisions for recovery of bond defeasance

costs where a bond covenant is violated by assignment of transmission

functions to the RTO is adequate.

ITC — Isthe language of 15.1 worded to accommodate | TC separate tariff (revenue
reguirement) rates? Bold comment seem alright, but there needs to be a remedy for
conditions of giving RTO contral, i.e., what if permanent Company Rates were adopted,
but later changed after state commission approval is obtained?

16.  Transmission Capacity Reservations. Exhibit G sets out Transmission
Capacity Reservations granted to replace (1) firm transmission
reservations to serve native load; (2) firm transmission reservations to
supply electric power under wholesale and retail power contracts; (3) firm
transmission reservations to satisfy obligations under Pre-Existing
Transmission Agreements with parties that are not Participating
Transmission owners; and (4) ownership and contract rightsto firm
transmission capability for which there are no conflicting firm rights of
use, for Export & Through System Transmission Service (provided that
the Executing Transmission Owner has agreed to purchase from the RTO
an annual Export & Through System Transmission Service Reservation.)
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CHANGES: THE CONCEPT OF TRANSMISSION CAPACITY
RESERVATIONS APPEARS TO BE A CONTINUING CONCEPT IN
THE CONGESTION MANAGEMENT WORK GROUP. HOWEVER,
THE SPECIFICATIONS ASTO HOW TRANSMISSION CAPACITY
RESERVATIONSARE TOBE ALLOCATED MAY NEED TO BE
REVISED TO CONFORM WITH THE SPECIFICATIONS PRODUCED
BY THE CONGESTION MANAGEMENT WORK GROUP.
PPC -- May need to be revisited in light of the work of the Congestion Management WG.
NRU — Need to assure native load service over GTAS properly addressed.
BPA -- Need to assure that delivery of Canadian entitlement power properly addressed.
In addition, the only existing uses/contracts missing from the list of transactions which
will receive Transmission Capacity Reservations are those contracts between
Participating Transmission Owners which are suspended upon RTO participation. Why
are they excluded? Also, (4) in the list suggests that ownership of firm transmission

capacity entitles the owner to a TCR, even if the owner is not using that capacity on a
firm basis.

| PPs — Make sure rights of QFs protected.

17. Billing and Payment; Right of Offset.

18. Records and Information Sharing.

19. Staffing.
CHANGES: NO NEED FORSUBSTANTIVE CHANGESTO
ARTICLES 17, 18 AND 19 IDENTIFIED.

20. Limitation on Liability and Insurance. The WIES liability provisions are
carried forward into the RTO. The partiesintend to create no duties to
third parties.

CHANGES: THISISA COMPLEX ARTICLE THAT WAS WORKED
OUT CAREFULLY WITH THE RISK MANAGEMENT OFFICERS OF
THE VARIOUS COMPANIES. THESE PROVISIONS ARE BEING
REVIEWED CLOSELY AGAIN IN ANOTHER LEGAL SUB GROUP.
THE INITIAL RECOMMENDATION OF THAT OTHER SUB GROUP
ISTHAT THE LIABILITY PROVISIONS OF THE TCA NOT BE
CARRIED FORWARD FOR THE RTO. REPLACEMENT
LANGUAGE WILL BE NEEDED.

21. Dispute Resolution. The selected Dispute Resolution calls for an attempt
at informal settlement, followed by arbitration. The Dispute Resolution
provisions are comparable to the current WSCC and NRTA dispute
resolution processes.

CHANGES: NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED.

BPA — Reconsider use of a 3-member arbitration panel

B.C. Hydro — Some technical changes to dispute resolution for Canadian entities needed.
Seattle — Address whether arbitration should be mandatory.
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22. Uncontrollable Force.

23. Assignments and Conveyances.

24, Confidentiaity Obligations.

25. Miscellaneous.
CHANGES. NO NEED FOR SUBSTANTIVE CHANGES
IDENTIFIED. THE INDEPENDENT TRANSMISSION COMPANY
UTILITIESHAVE IDENTIFIED THE NEED FOR A PROVISION
RESERVING THEIR UNILATERAL RIGHT TO LATER FILEWITH
THE FERC TO SEEK ADDITIONAL AUTHORITY FOR THE
INDEPENDENT TRANSMISSION COMPANY BEYOND THAT
PROVIDED IN THE TCA.

Exhibit A --Schedule of Definitions:
Seattle -- (Exhibit A) The definition for "Transmission Facilities' which is said to be

itemslisted in Exh| bit C, then goes on to gemfg what belongsin Exh| bit C seem

Agreement, which Exhibit C includes.....". Also, for the consumer- owned entities it
needs to recognize certain local j urisdictlons (i.e. PUD or municipal government) as
possessing the statutory authority to determine retail charges and specify which facilities
are local distribution facilities (and thus excluded from Exhibit C). Moreover, the
voltages that are appropriate to list here, which are in hot discussion in the other
committees at this time, are yet to be determined, so this should be one of those items that
fallsinto your TCA issues Group C (of issuesto be discussed at alater date pending
outcome of products from other committees).

Exhibit B -- Integration Agreements (currently blank)

Exhibit C -- Transmission Facilities (currently blank)
Exhibit D -- Pre-Existing Transmission Agreements (currently blank)

Exhibit E -- IndeGO Controlled Transmission Facilities (currently blank)
Exhibit F -- IndeGO Ciritical Control Facilities (currently blank)

Exhibit G -- Transmission Capacity Reservations (currently blank)
Exhibit H -- Access Pricing Areas (currently blank)
Exhibit | -- Methodology for Calculating the Access Area Rate and Adjustments

thereto (currently blank)

ADDITIONAL ISSUE: ONE SUB GROUP MEMBER SEEKS A
GUARANTEE IN THE TCA THAT END USER ACCESSTO THE RTO
TRANSMISSION SYSTEM WOULD BE MADE AVAILABLE ONLY
(A) IFTHERE ISA STATE RETAIL ACCESS PROGRAM
REQUIRING SUCH SERVICE, (B) IF SUCH END USERS ARE DSIS
WITH RIGHTS TO SUCH SERVICE UNDER FEDERAL LAW, OR (C)
IF THE FORMER (PRE-RTO) RETAIL SERVICE PROVIDER OF
SUCH END USER VOLUNTARILY AGREESTO ALLOW SUCH
SERVICE.

Duncan, Weinberg -- | disagree with the language mentioned by the unidentified
comment (entity who submitted it) regarding €ligibility.
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PPC -- Miscellaneous I ssues (perhaps needing additional thought)
(a) coop financing issues;

(b) the two-county rule;

(c) open architecture;
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